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In periods of rising costs antl changing economic: com I i I: .ions , sclioo! admlnisLrnLors iwv facoc! 
with difflculL prohloiijs in projecting sc'noo! buug(-*ts, Lima Ling prol)ahOe co.;L increases, aiul doicr- 
mining salary nouds of sciiool jjersonnf] . The Bureau of I.abor St.aLisLics of tlu- U.S. DcparLiiinnL of 
habor offers inforniatlon LiiaL can be of va]ue Lo schoo- adr.unisLraLurs . Tiiis ■: > 7; A' ^ 

describes various types of informaLion Lhai: can bo oitiiined from LijG iie riod i ca] s and press releases 
of the iiureau of Labor Statist. Lcs and outlines some ways ttiat these data i:iay be used l«y eckicators. 

The Consumer Price Index 
The m(jst widely used economic indicator of ciianges in retail prices is the Consumer Price 
Index for Urban V/age Earners and Clerical Worl-.ers. 'fhis inde;.;, poi)ularly known as the 'cost-of- 
living inde>;, ' is a measure of average price clianges in AGO selected items purchased for consumption 
by wage and clerical workers Ln 5C representative urban, areas witit popviJations of 2,500 or more. 
Hie Consumer Price Indtrx (CPJ) is used widely as a measure of relative ciiange in tlie economic posi- 
tion of the general population. It also is used in measuring relative changes in the purchasing 
power of personnel employed in many businesses, industries, and governnienta.1 agencies. The Consumer 
Price liuie^x is currently under extensive revision; a new series of indexes is expected to be released 
in 19 76. 

How the Index Is Used . The Consumer Price Index, as its name implies, is a numerical indicator 
of change in the prices of consumer goods and services at points in time compared with a base point 
in time, i'he bureau of Labor Statistics has changed die base year of the Consumer Price Index 
sever-31 times since its inception in 1913. Tiie current base year is 1967 which was adopted in 19 71. 
Thus, the price of consumer goods and services In 1967 is arbitrarily assigned an index number of 
100.0 as siiown on Table 1. 

Table 1 shows that by 1968, the san.f set of goods and services cost 4.2 percent more than in 
1967; iiencG, tlie index for 1968 is 104.2. The index for 1972 is 125.3, indicating that prices had 
increased 25.3 percent above tliose in the base year 1967. 

Subtracting 100.0 from a larger index gives the percent of increase above the base year. But 
subtracting indexes for periods other than the base year will not yield the percent change over the 
period — rather, only the index point ciiange. 

Changes in consumer prices should be expressed as percent changes rather than as . index point 
changes since index point ciianges are affected by t!ie level of the index in relation to its base. 
Percent changes are not affected in this way. Sliown in 'i'able 2 is an illustration of this distor- 
tion and the proper way to compute percent changes as recommended by the Bureau of Labor Statistics. 
Thus, the percent increase in prices between 1970 and 1972 was 7.7 percent instead of 9.0 percent. 
It is true that the Consumer Price Index rose by 9.0 index points between 1970 and 1972, but this 

use of the index exaggerates the increase and does not properly measure the change in the cost of 

^'■ v;^sl•:-;f. fo f pwqouc r this 

living during the two year period. • ,\^^oi:i:-^:..^^Z'::'^:^^,^'^':° 
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TABLE ] 



CO.VSUKF.R PRICK INDEX AllD ANNUAL AVKRAGE PERCKNT CHANGK, 1.964-72 (1967 = 100)* 



Consumer prlct>.s 



All items 



Commodities 



Services 



1964- 
1965- 

1966- 
1967- 
1968- 
1969- 
1970- 

1971- 
1972- 





Percent 





Percent 




Percent 


Index 


change 


Index 


change 


Index 


cliange 


92.9 


1 .3 


94.6 


1.1 


90.2 


1.9 


94. 5 


1.7 


95.7 


1.2 


92.2 


2.2 


97.2 


2.9 


98.2 


2.6 


95.8 


3.9 


100.0 


2.9 


100.0 


1.8 


100.0 


4.4 


104.2 


4.2 


103.7 


3.7 


105.2 


5.2 


109.8 


5.4 


108.4 


4.5 


112.5 


6.9 


116.3 


5.9 


113.5 


4.7 


121.6 


8.1 


121 .3 


4.3 


117.4 


3.4 


128.4 


5.6 


125.3 


3.3 


120.9 


3.0 


133.3 


3.8 



"''Source: U.S. Department of Labor, Bureau of Labor Statistics, MoyifJily Labor Review^ 
(October, 1973), p. 104. 



TABLE 2 

INDEX POniT CHANGE AND PERCENT CHANGE 



Index Point Change 

Consumer Price Index for 1972 125.3 

Less Consumer Price Index for 1970 ^}-^.' ^ 

Equals index Point change ^ 

Percent Change 

Index point difference (1972 less 1970) 9.0 

Divided by 19 70 index (116.3) equals 0.07 7 

Result multiplied by one hundred 0.077 x 100 

Equals percent change (1970-1972) 7.7 
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Curren t Price Changes > l^ien analysing current price trends for periods of less than a year, the 
Bureau of Labor Statistics recommends use of seasonally-adjusted figures, which eliminate the effect 
of nonnal price variation resulting from climatic changes, cyclical production, model changedvers, 
and other predictable seasonal factors. 

Table 3 is an example of the kinds of current information available from the Bureau of Labor 
Statistics. It presents price data for September 1973 and illustrates the difference between 
seasonally-adjusted and unadjusted price variations. Kor instance, the seasonally-adjusted percent 
increase for commodities from August 1973 to September 1973 was 0.1 percent, while the unadjusted 
percent change was 0.0 percent. 'Hie unadjusted percent change in food prices from August to September 
was -0.7, while the seasonally adjusted percent of cliange was -0.1. 

Long Range vs. Short Range Coniparisions. Chart 1 graphically illustrates the more rapid increase in 
prices in mid-1973 and contrasts them with the slower price increases of previous years. It indicates 
that the Consumer Price Index, for all items was 135.5 in September 1973 and shows the rate of price 
change for all items from 196A to September 1973. llie September rate of price increase was 0.3 
percent when measured over a one month span (from the previous montli) , 10.3 percent when measured 
over a three month span, 8.8 percent when measured over a six month span, and 7.4 percent when 
measured over a twelve month period. As can be seen, the rate of increase declined from August to 
September 1973. 'Hie July to August 1973 rate of increase measured over a one month span was 1.9 
percent, while the August to September percent rate of increase was 0.3. . 

Purchasing Power of the Dollar . Another way to approach price comparisons over a period of time is 
in terms of the relative purchasing power of the dollar. Estimates of the dollar *s purchasing power 
are a byproduct of the Consumer Price Index and are the reciprocal of the CPI . For example, the 
CPI was 125.3 in 1972 (see Table 1), which is to say prices were 25.3 percent higher than they 
were in the base year 1967 (equals 100.0). Another way of expressing this comparison is: It took 
$1.25 in 1972 to buy the same goods and services purchased for $1.00 in 1967. But most purchasing 
power comparisons are stated in reverse. The reverse statement is: Tlie 1972 dollar was worth only 
80 cents ($0,798) in terms of its 1967 purchasing power. To compute the purchasing power of dollars 
for a specific year in terms of their value in the base year of the CPI, one needs merely to divide 
the base year index of 100..0 by the CPI for the desired year, in this case 1972 (100.0 + 125.3 = 
0.798) .' 

To compare the purchasing power of dollars between two years (e.g., 3970 and 1972), one of 
which is not the CPI base year, the procedure in Tab.l e 4 may be used. Thus, between 1970 and 
1972 the consumer purchasing power of the dollar dropped 6.2 cents, in terms of 1967 dollar 
values . 

Consumer Price Index for Selected Cities. The Bureau of Labor Statistics also publishes a Consumer 
Price Index for selected representative urban areas. Monthly figures are published for five urban 
areas: New York, Los Angeles, Qiicago, Detroit, and Philadelphia. Quarterly figures are published 
for these and eighteen other major metropolitan centers, as shown in Table 5. 

Like the national Consumer Price Index, Ihe Consumer Price Index for selected cities measures 
only varying rates of price change within a given metropolitan area. It cannot he used to measure 

prn.oe differences among areas » 

As shown in Table 5, from September 1972 to September 1973 the average price increase in all 
U.S. cities was 7.4 percent. Of the five urban areas for which data are reported monthly, Detroit 
had the largest increase (7.9 percent) during the 12-month span while Los Angeles/Long Beach had 
the smallest increase (6,0 percent). This does not mean that prices were higher in Detroit; rather, 
that they increased faster. 
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1/73-121, 
J/73-127.D, 
2/73«r]5.i. 
1/73»131.5; 
Also includes hotel anid motel 

Revised indekos: 1/73-137.0 ; 2/73-137 .4. ; 
Includes horae purchnfie, mortgage interest., t.ixfts. Insurance, .-md maintenance ;ind repairs. 
Also includes residential telephone, fuc! oil, coal, water, and se*>*erap.fl service not sbou-n separately. 

Hevlsed indexes: W73-l?f,.y. ... . , , . , . * / i 

Calculated Iron) the Cl'l (ood at iiotne component by fxchidiug fish, nonalcoholic beveraHi's, b.itumas, rhocolate candy bars, cnocolate syrup and 
about half of the Jt'.dex wcIrIU' for s«K^r. 

,Calculated fron the CPl beef and vo.U component by excluding 
:;ot Seasonally adjust:«id. 
XOVK: Index applies to month as a whole, ""t to .iny specific datt*. 
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■•Source:. '; d.S". Departmuuc of Labor, Of f iiie! of ; inforaat ion, /.W.V; (October V\ 1973), p. 6.^ 
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CHART 1 



ALL ITEMS INDEX AND ITS ^^^TF OF CHANGE, 1964-73* (1967 = 100) 



SfflJ- 
LOG 



PRITh. 
SCALE 

8 r- 



PRJ TH 
SCALE 




iSSA 1965 1966 1967 1968 1969 1970 1971 1972 1973 



_1/ Computed from the unadjusted series. 



CD IP" ^Source: U.S. Department of Labor, Office of Information, NEWS (October 19, 
^^^1973), 9. 
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TABLE 4 



COm'ARISON OF PURCliAS LN'G POWKR 



Consumer Price Index for base year, 1967 
Dollar value for base year, 1967 
CPl for 19 70 (average for 12 months) 
Purchasing power of 1970 dollars (100.0 + 116.3) 



0.860 



100 .0 



116.3 



1.00 



CPl for 19 72 



125.3 



Purchasing power of i972 dollars (100.0 + 125.3) 

1970 value less 1972 value equals decline in purchasing power 



0 .798 



0.062 



Among the four urban areas for which data are reported on a quarterly basis that ends in July, 
Minneapolis/St . Paul iiad the largest increase (6.1 percent) and Houston had the smallest increase 
(5.0 percent) ut^lweei* July 1972 and July 1973. Since these are percent changes, consumer prices 
could be either higher or lower in Minneapolis/St . Paul than in Houston, depending upon the relative 
price levels in the two urban areas in July 197 2. 



Unlike the Consumer Price Index for selected areas, the Bureau of Labor Statistics' Family 
Budgets can be used to estimate differences in living costs among different urban centers. 

The most recent data on family budgets are found in the AutW7:n 197?. Vvban Fajrrihj Budgets and 
Compensative. Indexes fov Selected U:'tan Areas whicli was published June 15 , 1973. 

llie Family Budgets are based on estimates of costs 'or a hypothetical family rather than on 
compilation of actual expenditures by families. The "average, well established family,*' as defined 
for this budget, includes a 38-year-old fully-employed husband, a non-working wife, a 13-year-old 
son, and an 8-year-old daughter. 

Three Economic Levels . The Bureau of Labor Statistics supplies budget costs for three family 
economic levels: low, intermediate, and high. (The "lower'' budget does not represent a minimal or 
subsistence level of existence.) As shown in Table 6, the average national budgets for an urban famil ' 
of four for autumn 1972 are: $7,386 for a lower budget level, $11,446 for an intermediate budget 
level, and $16,558 for a liigher budget level. 

Budgets for each of the three levels also are listed by urban and geographical areas, as 
depicted in Table 7, These budgets allow for comparison of the "cost of living" among different 
metropolitan centers and can be of use in comparing the salary requirements of educational personnel 
indifferent urban areas. Total budget levels were lowest in tlie South. In general, budgets for 
metropolitan areas are higher than those for noninetropolitan urban areas (places with 2,500 to 50,000 
population) . The difference in Autumn 1972 budgets between metropolitan and nonmetropolitan areas 
was 10 "percent at the lower level budget, 15 percent at the intermediate level, and 22 percent at 
the liigher level. The percent that one area is above another may be computed as shown in Table 8. 

Bases for Estimates . The family budgets are compiled using figures from the Consumer Price Indexes 
and based on assumptions of how families at different economic levels maintain their standard of 
living in urban areas. The Bureau of Labor Statistics does not publish comparative data for rnral 
families. 



Family Budgets 
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. 2 


ji. V . -Nor the ay tern 


M 


U2.3 


If)? . 3 






7.1 


2.4 


■ .4 




; f 


133.] 


161.3 






7.6 


,2 .5 


.7 






July 19 73 






.)uly 


April 
















1972 


1973 




'iosUon — : 


■ 1. 


13^^.1 


160 . 6 






. 5.6 . 


1.3 






I 


1J1.5 ' 


150 .5 






5.0 


.8 




Mi nncnpoUb 'St . Paul 


I 


133.1 


154 .2 






6,1 


1.8 




I'iutiib'trjt;!! '■ 


1 


:32.b 


■ 1.52.5 






5.7 


1.1 








August 1973 






August 


May 
















19 72 


19 73 






2 


136.6 




?J 


150 . ]. 


7.7 


2.6 






2 


135.9 


153 .5 






7.7 


2.4 




,i)aJ.J.aH ' ', : — 


2 


133.7 






14^* .5 


6.5 


2.4 




.Milwaukee 


2 


133.3 


150.4 






6.9 


2.5 




San ■ IJi'oyp^ ; : 


2 


13^.6 




LI 


141.3 


7.4 


2.8 




.Seattle [ 




128.3 


151.V ■ 






7 .4 


2.0 






2 


136. i 


158 .9 






6.8 • 


2.3 








September 1973 






September 


June 
















1972 


1973 






3. 


1.37.0 


157.6 






8.0 


3.3 






3 


137.5 


159 . 6 






■ 7.7 


2 .9 




Cincinnati 


3 


134.4 


152.6 ■. 






6.4 


2.7 






3- 


129.6 




y 


■ U9.7. 


5.3 


1 .6 




RansaK Ci ty — ; — — -- , 


3 


132.5 


157.3 






5,6" 


2.1 




St. houis 


3 


132.3 


15^^.5 






7.0 


3.3 




San Fran Cisco -Oak I ami 


3 


134.5 


160.0 






7.1 


2:9 





■ ! ' ■ ■ ■ ■ ! ^ ■ ' ■ 

1/ Area coverage includes the urban portion of the corriisponding Standard Metropolitan Sta- 
tistical Area (S.'ISA) except for New York and Chicago where the more extensive Standard Consolidated 
Areas are used. Area definitions are those established for the I960 Census and do not include 
revisions made since 1960. 



2/ Foods, fuels, and several other items priced every month in all citias; most other goods 
and actrvices priced as indicated: 

M - Every mouth* . • 

1 - January, April, July, and October. 

2 - February, May, August, and November. 

3 - March, June, September, and December. 

2/ l-ovEimber ig63»100. 
4/ February 1965=100. 

51 December 1963==100.; • , 

NOTE; Tlie Consumer Price Index cannot be used for measuring differences in living costs aniong areas 
it indicates price change within aroas . Estimates of differences in living costs among areat; are 
found in the family budgets. , : ' 



^^Sourcej .U.S. Department of Labor, Office of information,: (October 19, i973), 8. 
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TA3LK 6 

AXNU.M, COSTS OF LOVER, IN'TLFJtKIM ATE , .VVD HIGHKR 
3UI;GKTS FOR A FOUR PI-RSON' F/VMil.Y^ AlTl'.'Cs , 1972*- 





I owe r 


Into Vt' 


I [ j ^tho r 


Arc fl 


1 0 VG I 


modi ate 




— ■ ■ — ■ 


budget 


budget 


hudcet ^ 




$ 7,386 


Sll,446 




$16,358 




7 , 509 


11,731 


1 7 ,112 


Nonmetropolluan areas 3/ 


6,837 


10 , 1 82 


14,084 


i.'or theas 1 1 










8,106 


13,576 


20 ,210 


Buffalo, N.Y 


7 , 39 7 


12 ,026 . 


17,173 




8 ,081 


12,503 


17 ,499 




7 , 29 7 


11,197 


15 ,819 




7 ,841 


13,179 


20 ,165 




7 ,622 


11 ,825 


17 ,148 




7 ,277 


11,189 


lb, 169 




7,515 


11 ,484 


15 ,909 




7 »'>34 


1 1 ''''8 


15 ,407 


North Central t 










7 ,204 


11 ,480 


16 ,600 




7 ,684 


11 ,605 


1 6 , 80 8 


Clii-Cago, 11 l~No r tliWGS 1 6 rn Lnd — 


7 ,685 


11 ,964 


1 7 ,161 




7 0''3 


10 ,942 


15 ,305 




7 , 390 


11,872 


16 ,698 




7 089 


10 629 


15 ,427 




7 '->71 


11 ,502 


16,749 




7 ,184 


11 ,516 


17 ,012 




7 30 2 


11 ,405 


16,221 




7 ,367 


11 ,382 


16,650 




7 ,381 


11,962 


17 ,226 


ilinneapolis-St . Paul, Minn 


7 , 50 7 


11,767 


17,094 


St. Louis, Mo. -Ill 


7,318 


11,258 


16,106 


V/ichita, Kans 


■ 6,981 


10,616 


15,124 


N'onmetropolitan areas V' 


7,094 


10,522 


14,709 


Sou th : 










6,923 


10,430 


14,908 




6,485 


9,800 


14,119 




7,602 


11,327 


16,^92 




6,671 


10,224 


15,025 




6,881 


10,422 


15,114 


Durham, N.C 


7,164 


10,870 


15,470 




6,830 


10,270 


14,695 




6,804 


10,471 


15,016 




6,961 


10,10 5 


14,511 


Washington, I).C.-Md.-Va 


7 ,656 


11,738 


16,971 




6,383 


9,493 


13,094 


West: 








Bakersfield, Calif — 


7,208 


10,705 


15,113 




7,084 


10,996 


15,876 


Los Angeles-Long Beach, Calif 


7,829 


11,534 


17,107 


San Diego, Calif 


7,526 


11,395 


16,318 




8,201 


12,324 


17,897 




7,676 


11,405 


16,118 




9,118 


13,617 


20,579 




7,359 


10,482 


14,563 




11,096 


15,095 


20,977 



_1/ The family consists of an employed husband, aged 38, a wife not employed outside the home, 
an 8-year-old girl, and a 13-year old boy. 

2/ As defined in 1960-61. For a detailed description of current and previous geographical 
bounda^ries, see the 1967 edition of SKzyh-laiyi i'lctj'Opoliu^: 3ta.tii?.zical /li'ricza^ prepared by the Office 
of i"^!anagement and Budget. 

2/ Places with population of 2,500 to 50,000. 



*Source*. U.S. Department of Labor, Bureau of Labor Statistics, Autwrm 19? c Urban Family 
Budgets coxa Cof^iparative Indexes for Selected Vi*ha>i Aveoi^ (June 15, 197J; , p. 10, 12, 14. 



TAB Li. 7 

i;.i>i;:::;{s of co::PA:vii i vi: costs bas:;d on loji.w, i::n::>::i:i>iA> , a::!) :;]G;ii:K 
ri?;DCi-:vs vol a vov:i pkf.so:: nv:av', Aiir:,, 197:* 



Lrban United States — 

Metropolitan areas 2/ 

.'ioniiietropoli tan areas 2/ 

ilortijeas t : 

boston, ::nHS 

iiuffalo, ;:.Y 

i.artfor*.!, Conn — 

Lancaster, I'a 

:.fv. York-Northeastern ;..J 

Piii ladeinliia, Pa-N..} 

Pittsburgli. Pa 

Portland » Ilalnt; 

:,oni::e tropol i tan areas V 

iiortii Ocntral: 

Cedar Napids, iov;a 

Cliaiapnign-urbana , 111 

Cliicago, Ill.-Aor tJiwestern Ind 

Cincinnati, 0!ii o-ily .-Ind 

Clovelanu, Olilo 

Pay ton, Ohio '■ 

l;etroit, :iicl> 

Hreen i-iay , VJis 

Indianapolis, Ind 

Kansas City, "lo.-Kans 

:;ilwaui<.ee, V.'is 

:Iinnetipolis-St. Paul, Minn 

S t . Louis , Xo.-1 11 

■/ichita, Kans 

.;onine tropc'litan areas V 

South : 

Atlanta, Ga 

Austin, Tex 

iialtimore, l-x\ 

:iaton Houge, La 

Dallas , Tex 

Durlian:, iN.C 

Viouston, Tex 

Washville, Tenn — 

Orlando, Kla 

Washington, D.C.-I\d.-Va 

Wonmetropolitan areas _3/ 

*.ves t ; 

BaKersf ield, Calif 

Denver, CoJo 

Los Angeles-Long lioach , Calif 

San Diego, Calif 

San Francisco-Oakland, Calif - 

Seat t le-Kveret t , V.'ash 

honolulu, hawaii 

Nonme tropolitan areas _3/ 

Anchorage, Alaska 



Lownr 
level 
bud get 



100 
i02 



110 
I 'JO 
.109 

99 
102 
98 

98 
lOA 
lOA 
9 3 
lOU 
96 
!)8 
9/ 

9y 

100 
100 
102 

95 
96 

9A 

88 
103 
90 
93 
97 
9? 
92 
9A 
10^ 
86 

98 
96 
106 
102 
ill 
lOA 
123 
100 
150 



Int.-r- 

me.liate 
budget 



100 
1U2 



! 19 
lfl9 

1 1 5 

1.0 3 



100 
98 

100 
101 
10!. 
96 
UV. 
9 3 
100 
101 
jOO 
99 
105 
10 3 
98 
93 
92 

91 
86 
99 
89 
91 
95 
90 
91 
88 
103 

94 
96 
101 
100 
108 
100 
119 
92 
132 



:.j^-':er 
level 
iuidget 



100 
Id I 



]():■, 



90 
93 

!00 
102 
104 
92 

in; 
9 3 

103 

9 H 
101 
ICA 
iC3 

97 

91 

89 • 

90 

85 
.1 00 

91 

91 

93 

89 

91 

SP 
102 

79 

91 

96 
103 

99 
108 

97 
12A 

88 
127 



U Tlie family consists of an empl<^ved husband, age 38, a wife not employed outside the home 
an 8-year-old girl, and a 13-year-old boy. 

2/ As defined in 1960-61. For a detailed description of current and previous geographical 
bo unda7i es , see th e 19 6 7 edition of Staryia} », / le troV'O I i tan^ Sta i tuial A reas , prepared by th e 
Office of Management and Budget. 

2/ Places with population of 2,500 to 50,000. 



>'^Source: U.S. department of Labor, Bureau of Labor Statistics, AuU^m t9?2 Vvbayi Family 
Budgets and Conjpai-ative Indexes for S&leoted Vvhan Areas (June 15, 19 73),. p. 17, 18, 19. 



10 



'1AB1J-: 8 

(;o::p;/rATJON of m,.\ DUTKRKNXiiS 



Index fur metropolitan area^; (Lower level budget-Table 5) 102 

Lonbi index for nonn;e tropoli tan areas (Lov.'er level budget) ■ 

Diffurcnce in index points ^ 

Index point difference divided by Llie lesser index ( nonmetropol i tan areas) 

(9 + ^>3) equals .0907 

riultiply by IDC (.0967 x 100) ^ 9.67 

Round off to v:hole Percent 10 



Tiie quantities of feoocs and services, methods of calculation, and sources of data used by the 

ilureau of Labbr Statistics to compute family budgets are detailed in Thvrc .'' : u': iM\u:i of for 
........ ^ 1 

llie Isliolesale Price Indexes 

Wliile the Consumer Price Index and tlie Family Budgets can serve the school administrator In 
estimating changes in employee purchasing power and in gauging the rate of retail price increases 
in household consumer goods and services, they are of little help in estimating clianges in the 
prices of many commercial good.s and services needed by school systems. U^aolesaie Price Indexes of 
tiie Bureau of Labor Statistics can be useful in estimating increases in wliolesale commodity prices. 

The Wholesale Price Indexes are published monthly by the Bureau of Labor Statistics in booklet form; 

2 

selected tables from the index also can be found in the Bureau's y.ontlilij Lal^ov I\eV"'*iu. 

The U.S. government does not publisli a special index of price changes of goods specifically 
purchased by schools. However, data on commodities of- particular interest to educational admin- 
istrators can be selected from the Wholesale Price Index, as illustrated in Table 9. (Again, the 
base year used by the Bureau is 1967. Therefore, the wholesale price for all commodities in August 
19 73 was 42.7 percent more tlian the 1967 annual average price. The index for 1967=100.0 and for 
August 1973=142.7.) Table 9 presents data on the l^/liolesale Price Index for selected commodity groups 
for August 1973 and for each of the previous 12 months. Data on the ^sTiolesale Price Indexes found 
in Bureau of Labor Statistics publications are based on seasonally unadjusted figures unless othen>'ise 
noted. In analyzing price increases from August 1972 to August 1973, the following percent changes 
occurred: the wliolesale prices of all commodities increased 19 percent (from Wliolesale Price Index 
119.9 to 142.7); the price of farm products, processed foods, and feeds increased 49 percent (123.8 
to 184.5); and the price of industrial goods increased 7 percent (118.5 to 127.4). 

Puels, related products, and power prices increased 19 percent between August 1972 and August 
1973. In this group, gas fuels showed the highest rate of price increase, 14 percent. Coal prices 
increased 11 percent, and electrical prices increased 5 percent. 



1. Oj" Livhig c^; UrvciK camily of FoiJi* Veviu>K8 (Washington, D.C.: U.S. 
Pepartment of Labor, 3ureau of Labor Statis tics 1967) . 

2. hlo-nthly Labor Review (Washington, D.C. : U.S. Department of Labor, Bureau of Labor Statis- 
tics, October, 1973). 
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*Source; I. .S. Iieuartwcsf.t of Labor, bureau of habor-StaListicK , ^lorM.Li. :L<^Oi' l-.cvLct^ (('cLobor , ; 1973) p. Ill , 1(2 



Pi:ucK::T !:• 



'.'liolesal (• I'rlce Indcrx for all commodities for August. 1973 142.7 

1 A is s '. ; o J es a ] e Price Index for a 1 1 on;mo (J i t i es for Auj^.us t ] 9 7 ? 119. ^• 

Kquals indox point difference 22.8 

iM'vidod iy August 19^2 indi:x (11C.9) equals .190 

es u 1 1 s iTiu J t i p 1 i e(i b y one li u nd r e d .19 0 >; 1 0 i} 

Equals percent change (Au^^ust 1972 to August 1 '73) 19,0 



Lumber and wood products Lucre cased 20 percent during this twelve month period. The price of 
rubber and plastic products and the price of furniture and household durables each increased 3 
percent. T!ie prices of metal, metal products, pulp, paper, ana allied products increased 8 percent. 
Transportation equipment prices increased marginally, 0.8 percent. The procedure for calculating 
and using percent changes in the Uliolesale ]*rice Index are the same as those for tlie Consumer Price 
Index, as illustrated in Table 10. 

Projecting Cost Increases 

y.easuring current prices and past changes in both consumer and wholesale prices is a compar- 
atively simple and relatively accurate statistical process. This, however, is not true with regard 
to the prediction of future prices or future educational costs. There are many variables and unpre- 
dictable factors that make most economic and cost projections little more than educated guesses. - 
This is why most projections are stated as an "assumption" rather than a prediction. It is also tlie 
reason why most developers of scliool budgets "assume"" that a specific change (usually percentage 
change) in prices and service costs will occur during the budget period. 

Tlie person estimating future costs or prices, as in tlie development of a school budget, is at 
liberty to assume any change he believes appropriate. The choice is a matter of judgment and 
reasonable expectation. But the estimator usually must explain and justify liis chosen assumption to 
the budget reviewing authorities and otlier interested persons in order to convince tliem of its 
reasonableness. TTie Consumer Price Index and the Uliolesale Price Index often are used as tlie sta- 
tistical bases for making and justifying future cost and price assumptions. There are four basic ways 
sometimes used in projecting future prices and costs. 

oirrrjifle Percent Change — One approach in estimating price and cost changes is to assume that 
prices and costs will change in the future by the same percent they did in a similar period in the 
past. For example, if one were using the data contained in Table 1 to project price data for 1973, 
one assumption could be that since tlie Consumer Price Index for all items increased by 3.3 percent 
in 19 72, prices would increase by a' similar 3.3 percent in 19 73. 

Av-cvagc :\^r*J>T}it ulicoig^^ — Anotlier approach is to estimate that price changes in the future will 
be the average of clianges tl:at occured during several recent periods. Again if one were using the 
data contained in Table 1 to project price changes during 1973, one would find that the Consumer . 
Price Index increased 5.4 percent in 1969, 5.9 percent in 1970, 4.3 percent in 1971, and 3.3 percent 
in 1972. One assumption, tlierefore, could be that price increases in 1973 will be the average of 
the increases in each of tlie four years 1969-1972, which is 4.7 percent. Thus, the assumption 
woulc be that prices would increase 4.7 percent in 1973. 
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i'he estimator may use any nuraber of years )ig wishes in computing his average. (A )-to 3-yoar 
span is used most conmioi ly in school budget making.) Some persons Leel that tlie reliability of tlio 
estimate is increased by the nuraber of years averaged when computing the percent cliango. Tliis Ik not 
necessarily true. Although one may feel more confident in using price and cost changes over a ^^pan 
of several years, it should be remembered that neither tliis metliod nor any otiicr can guarantee, 
accuracy . 

ri^e-^.ded I'evccyit i'ha>:gc — Still another method for estimating price changes is to project tiie 
continuation of an upward or downward trend which ha irred in recent years. Since the price 

increase has lessened in three of the past four year. , ■ reflected in Table 1, a downward trend for 
1973 might be projected witli some reasonableness. Tlie increase dropped by 1.6 percentage points 
between 1970 and 1971 (from 5.9 to ^.3) and the increase dropped anotlier 1.0 percentage points 
between 1971 and 1972 (from 4.3 to 3.3). Projecting this trend of a 0.6 percentage point annual 
drop in the rate of increase, one could assume a price increase, of only 2.7 percent in 197 3. Such an 
assumed increase, however, would conflict with data for tlie first 9 months of 19 73, as shown in Chart 1 
which indicates that the annual rate of price increases measured over a 12 month span was 7.4 percent. 
This illustrates the hazard of projecting the continuation of past trends: One never knows when the 
trend is going to change either in direction or in pace. 

Stated Governmental Goal — A different kind of assumption regarding future prices and costs is 
the use of a stated governmental economic, price, or wage goal. Such goals usurVly are established 
arbitrarily. Moreover, the goals typically are contrary to previous trends. An example of a stated 
governmental goal is the Cost of Living Council's goal to limit inflation in 1973 to 3.0 percent. 
A school system that used tliis 3.0 percent increase as a firm assumption in projecting prices for 
its 1973 budget would have been in economic trouble since, according to Che Bureau of l.ab'^r Statis- 
tics data shown in Chart 1, the increase for 1973 well may exceed 7 percent. 

Ultimately, any assumption, projection, or estimate of future prices and costs — even though 
relying or abundant and accurate data of past trends — leaves much to the vagaries of chance. As 
many economists, government officials, and school budget makers have discovered, projecting accurately 
the rates of inflation or deflation is a matter of knowledge, judgment, and much good luck. 
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SELECTED PUBLlCATIO>^S>^ 

The Bureau of Labor Statistics offers the following publications that may be of interest to 
school adn:inis trators . The Consumer and Is^iolesale Price Indexes are available from the Bureau 
of Labor Statistics', V.'ashington, D.C. and regional offices (as indicated in the cliart on page 15) ; 
other publications may be ordered from the Bureau's regional offices or fr. tlie T.S. Govern 'nt 
Printing Office (Washington, D.C. 20402). Prices listed for montlily publications cover a yearly 
subscription. Other prices are for single copies of a publication. 



Price Date of Issue 



Budget Pricing Procedures, Specifications and Average Prices (Bulletin 








$ 0.7.5 


1968 




3.25 


1971 




2.00 






Free 


1966 


City Workers' Family Budget for a I'.oderate Living Standard, Autumn 






1966 (Bulletin 1570-1) 


.30 


1967 


Consumer Kxpenditures and Income (Statistical and analytical reports) 






(Reports 237-1 thru 93 and 238-1 thru 16) *. 


Free 


1962-68 


Consumer Expenditures and Income: Survey Guidelines (Bulletin 1684).. 


1.75 


1971 




Free 


19 70 




Free 


19 71 




Free 


Mon t!i ly 




Free 


Mon Lli .1 y 




.60 


1967 


Consumer Price Index; Technical . Notes , 1.959-63 (Bulletin 1554) 


.50 


196 7 




.70 


19 70 ■ 




4.50 


Itonthly 




10.00 


Monthly 


Marketing Uses of Consumer Expenditure Survey Data (Report 2 38-15) .... 


Free 


19 6 7 




9 .00 


Ilonthly 




1.50 


Quarterly 




.45 


1968 




Free 


I'onthly 


Retail Prices and Indexes for Fuels and Electricity (Press release)... 


Free 


Month ly 


Retail Prices of Food, 1.964-68, Indexes and Average Prices (Bulletin 






1632) 


.65 


1969 


Retired Couple's Budget for a Hodest Living Standard (Bulletin 1570-4) 


.35 


1968 


Revised Equivalency Scale for Estimating Incomes or Budget Costs by 








. 35 


1968 




Free 


Irregularly 


'riie Theory of Hedonic Quality Measurement and Its Uses in Price 








.35 


19 71 


Three Budgeis for a Retired Couple in Urban Areas of the United States 








Free 


1971 


Three Budgets for an Urban Family of Four Persons, 19 69-70 (Supplement 








Free 


19 72 




1.00 


1967 




Free 


Weekly 




Free 


Mon thly 




Free 


Monthly 




Free 


19 72 



'^Source: !-:ajop Pvog2'arf:a 1972 Bia^eau of Labor statistics (Washington, D.C.: U.S. Department of 
Labor, Bureau of Labor Statistics, 1972). 
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BUREAU OF LABOR STATISTICS 
RE6IONAL OFFICES 




Region I 

1603 JFK Federal Building 

Government Center 

Boston, Mass. 02203 

Phone: 223-6762 (Area Cod*^ 617) 

Region M 

1515 Broadway 

New York, N.Y. 10036 

Phone: 971-5405 (Area Code 212) 

Region III 

406 Penn Square Building 

1317 FiJbert St. 

Philadelphia, Pa. 19107 

Phone: 597-7796 (Area Code 215) 



Region IV 
Suite 540 

1371 Peachtree St. NE. 

Atlanta, Ga. 30309 

Phone: 526-5418 <Area Code 404) 



Region V 

8th Floor, 300 South Wacker Drive 

Chicago, III, 60606 

Phone: 353-1880 (Area Code 312) 



Region V) 

1100 Commerce St., Rm. 6B7 

DaMas, Tex. 75202 

Phone: 749-3516 (Area Code 214) 

Regions VII and VIII 
Federal Office Building 
911 Walnut St., 10th FJoor 
Kansas City, Mo. 64106 
Phone: 374-2481 {Area Code 816) 



Regions tX and X 

450 Golden Gate Ave. 
Box 36017 

San Francisco, Calif. 94102 
Phone: 556-4678 (Area Code 415) 



• Regions VII and VIII will be serviced by Kansas City. 
• • Regions IX and X will be serviced by San Francisco. 
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in school administration and supervision. Subscription rates are available upon request. 
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publication; no endorsement by any of 1:RS ' sponsoring organizations is either inferred or 
implied. Correspondence nav be addressed to Glen Robinson, Executive Vice President/ 
Director of Research, or to' Dale GaMy , Assistant 'Director , EDbXATlONAI, lU-SKAR^^^^ SERVICI-, 
INC., 1815 North Fort Myer Drive, Arlington, Virginia 22209 (phone: 703/527-5 331). 

Prepared by Heather S. Doob, Educational Research Service, Inc. 

PRICE: $2.00 ($1.00 FOP HRS SUBSCRIBERS) 



